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Foreign  Direct  Investments  (FDIs)  is  crucial  in  spurring  economic  growth  and poverty  reduction  in 
developing countries, especially in the context of globalization and liberalization. For that reason there is in 
existence, intense competition among developed and developing countries to attract FDI (IFC, 2007). According 
to the World Bank, while 2007 was a record year for FDI to developing economies, the credit crunch will 
greatly impede this progress as foreign direct investment (FDI) and equity investment are come under pressure. 
The impact of the crisis on developing countries of Africa will affect different types of international resource 
flows: private capital flows such as Foreign Direct Investment (FDI), portfolio flows and international lending; 
official  flows  such  as  development  finance  institutions;  and  capital  and  current  transfers  such  as  official 
development assistance and remittances. The global economic crisis has tested the strength and reliance of many 
economies around the globe particularly in Africa, resulting in the collapse of large financial institutions, the 
“bail out” of banks by national governments and downturns in stock markets around the world.  The current 
study seeks to investigate the impact the wake of ongoing global Economic downturn on the FDIs to Africa with 
a particular focus on Namibia. Namibia currently struggles with the problem of high unemployment rates and 
the current global economic crisis is likely to worsen the situation.  
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1. Introduction 
The  economic  recession
1  is a buzz word which gained increasing importance in the global 
economy. Advanced economies are either in recession or in a deep recession and the emerging 
markets is facing a sharp economic slowdown. Overall, global economic growth predictions have been 
revised downwards (World Bank, 2009a). The current global financial crisis began in the United 
States of America (USA) in late 2007. It began in the US banks when they reported losses due to bad 
loans. The banks in the USA were lending out loans to the pub lic on sub-prime rates and the 
borrowers could not pay back the loans resulting in most houses getting foreclosed and banks making 
loses. The crisis quickly spread to the other financial sectors such as insurance and eventually spread 
to the all the sectors of economy. The crisis has since spread to the other developed countries and thus 
become a global problem. As a result, the global financial crisis has clearly become a leading foreign 
policy priority of the American Government. 
Some economists feel that the world is caught between two ongoing crises. The financial crisis 
has undermined confidence in the global economy and has dragged the world into its worst recession 
for generations. The other – the sustainability crisis exemplified most acutely by climate change – is 
more fundamental and has been gathering momentum since the beginning of the industrial revolution. 
History has provided us with numerous examples of economic stagnation and breakdown, as well as 
environmental degradation caused by human activity, even before capitalism existed. But capitalism‘s 
central characteristic - the incessant drive to invest and accumulate wealth - gives birth to never - 
ending economic and environmental crises (Barbu, 2010). But the main focus of this article is on the 
former one but not the later one. 
                                                 
1 Economic Recession is a financial meltdown, which can last for a period of few months to couple of 
years and can affect regional or world economy, leading to financial crisis, market crash, unemployment and 
economic  depression.  A  long  lasting  impact  of  economic  recession  can  lead  to  economic  depression.  (see 
http://www.buzzle.com/articles/economic-recession). 




As stated earlier, in 2008, the world entered into a period of slow economic growth, triggered by 
food, fuel and financial crises. Countries across the world suffered from increased international food 
and fuel prices and high inflation during the first half of 2008, while in the second half of 2008, they 
were hit by an economic meltdown triggered by a global financial crisis. It is expected that the world 
will enter an era of slower expansion; world economic growth is expected to fall from 3.2% in 2008 to 
-1.3% in 2009, while growth in developing countries is expected to slow down from 6.1% in 2008 to 
1.6% in 2009 (IMF, 2009). 
It has been often felt by many economists that the current global financial crisis, undoubtedly 
the worst financial crisis since the 1930s, has tested the strength and resilience of many economies 
around the globe (Allen, 2000). The financial crisis, which began in 2007 as an isolated and sector 
specific problem in the US sub-prime residential markets, has now spread into a global financial 
disaster. It has adversely influence not only the developed countries like Japan, Germany, France, 
Australia but also developing and emerging countries India and China.   
Banks and other international corporate finance institutions involved in the business of giving 
credit facilities aim to have a cash flow that will increase their credit portfolio and profit margins 
through proper control procedures. At the same time, consumers aim to have disposable incomes 
either for business expansion or for consumption, available at all times (Goodhart, 2008). 
The net effect is that this consumption stimulates economic growth and creates the cycle of 
economic activities, therefore keeping the economy running. The credit crunch has managed to take 
the life out of developed economies; while developing economies in Africa are yet to experience its 
full impact. The bleak reality is that developing countries must prepare for a drop in trade, capital 
flows, remittances, domestic investment, as well as a slowdown in growth (Rena, 2006).  
During periods of economic turmoil, especially with credit, there will be an economic recession, 
characterized by low consumption leading to low unit sales and low business profits, which could then 
lead to the redundancy and unemployment. Because of the current credit crunch there is massive level 
of global unemployment (Kenen, 1994). Unemployment, results in reduced household incomes that 
will in effect affect household spending. The poor in the society will end up unable to cope and it is 
this low-income population suffers the most (Rena,2010).  
The low-income populations in most developed economies are economic migrants, remitting 
their  hard  earned  foreign  currency  back  home.  Family  members  in  developing  economies  use 
remittances primarily to finance consumption, including food; shelter, health care and necessities. 
Remittances from developed to developing countries reached a record $251 billion in 2007 (World 




Figure 1.  Global Gross Domestic Product (GDP) Growth Quarter-over-quarter percentage change, annualized 
 
Source: IMF World Economic Outlook Update, July 2009. 
Note: Quarter-over-quarter changes in GDP differ from yearly figures. 




These remittances are more broadly distributed over developing countries than private financial 
flows, by surpassing other financial sources, such as official development assistance, bank lending and 
private investment into developing countries. These inward remittances to developing economies will 
suffer because of the credit crunch and will have a multiplier effect on levels of unemployment, 
mortgage foreclosure and banking crisis developing economies as well (World Bank, 2009b). 
The economic downturn in developed countries may also have significant impact on developing 
countries through other channels that include financial contagion and spillovers for stock markets in 
emerging markets. For example, according to the OECD Global report (2008) The Russian stock 
market had to stop trading twice, while the India stock market dropped by 8% in one day at the same 
time as stock markets in the USA and Brazil plunged.  
The crises also hit indirectly or directly the developing countries in Africa. Therefore, the global 
financial crisis is on everyone‘s lips. The recent reports reveal that there is a job loss of 25 per cent 
people in Southern Africa region especially the mining sector and other industries, houses foreclosures 
and  citizens living  on  credit  cards  debt,  the  impact  of  the  crisis  on  the  individual  worker  in  the 
developed world is clear(Rena,2010). In South African Development Community (SADC) region, 
there have been threats of closures and retrenchment in Zambia copper mines and the Botswana‗s 
diamond mines and this include the land of brave, Namibia. 
The  current  global  financial  crisis  has  on  adverse  impact  on  the  international  trade  which 
increased  the  commodity  imports  and  pushed  up  the  demand  for  oil,  copper,  and  other  natural 
resources, which has led to greater exports and higher prices. The oil prices steadily increasing and 
thus become a threat to the global economy. Slowdown in global growth will have knock-on effects on 
Namibia's exports. Similarly, the Foreign Direct Investment (FDI) inflows have come under pressure. 
While Namibia enjoyed record increase in FDI over the years 2008-2009 especially in the mining 
(uranium) industry, this is coming under pressure. A number of projects in the mining sector are being 
put on hold due to decline or collapse in mineral prices and also difficulties in finding cheaper funding 
due to the credit crunch. The implication is that some mining companies are closing and retrench 
workers, resulting in loss of income for many Namibians. 
Commercial banks have become cautious in advancing credit due to high risks emanating from 
economic  contraction  and  may  not  be  able  to  lend  as  much  as  they  have  done  in  the  past.  The 
Namibian economy is very much dependent on circulation of credit and slowdown in advancement of 
loans to the economy puts breaks to economic activities especially in sensitive sectors such as retail 
and  property  market  (Mwinga,  2008).  Foreign  aid  budgets  are  under  pressure  because  of  debt 
problems  and  weak  fiscal  positions  in  advanced  economies  such  as  the  US,  the  UK  and  other 
European countries and therefore funding for projects in Namibia is reduced (Rena,2010). 
 
Global crisis and its impact on the World Economy 
The global credit crunch, economic slowdown in developed economies and rising inflation will 
reduce the rapid growth in developing economies in the coming years. Significantly, the credit crunch 
will have a far greater impact on developing countries such as Namibia. The credit crunch problems 
are wide-ranging, with a knock on effect that goes beyond the non-availability of credit. The root 
cause of this crisis is that credit drives an economy and has been a useful tool in economic growth and 
expansion. 
According to Maurice R. Greenberg, chairman and CEO of the American International Group, 
(2009), the current global financial crisis is among the greatest challenges to the world economy since 
the end of the World War-II in 1945. Unlike past financial crisis, which were confined to particular 
regions, the current financial contagion is quickly spreading across continents including Asia and 
Africa. Unless action is taken in the next few months to shore up faltering countries and restore 
confidence in the global economy, the world will face a deep and prolonged recession. 
The global financial crisis is set to depress oil producing economies. As the crisis is already 
pushing down oil prices and again pushing up (for the last few months), a firm response to the crisis 
from governments and Central Banks is expected. Oil prices have tumbled more than 70% since July 
2007 peak and there are fears they could continue their plunge because of diminishing demand cause 
by the current financial meltdown. This crisis is made worse by the risk of high price-induced food 
and fuel  crisis.  As  a result,  many  countries are  faced  with the  challenge  of managing  worsening 




Even  though  the  general  belief  exists  that  Namibia  will  not  suffer  such  a  devastating  fate 
resulting from this crisis, we should not think we are entirely isolated from this. The impact on the 
international arena will undoubtedly affect Namibian economy. Furthermore, the slowdown in the 
region, specifically South Africa being a major trading partner, will also have a significant impact on 
Namibia. 
In the first few months of the financial crisis, there was a general view that the impact on 
African  countries  would  be  minimal  because  of  their  low  integration  into  the  global  economy. 
Furthermore, the African countries tend to have very small inter-bank markets and several countries 
have restrictions on new financial products as well as market entry which should shield them from the 
direct  effects  of  the  global  financial  crisis.  Recent  developments  have  however  shown  that  the 
negative contagion effects of the crisis are already evident in the Africa continent. 
For example, available evidence indicates that in 2009 the crisis will reduce economic growth in 
Africa by between 2 to 4 percentage points depending on assumptions made about the availability of 
external finance to the region as well as the effectiveness of measures taken by the advanced countries 
to boost global demand. Given the heterogeneity of African countries, the crisis is certainly going to 
affect some countries much more than the others. 
It is also interesting to note that the crisis is affecting all categories of countries in the region: 
those considered to have good economic policies and governance; those with poor macroeconomic-
economic record; fragile states; small and large economies; oil and nonoil exporting countries. A key 
implication of this fact is that the real effects of the crisis in the region are not simply due to the nature 
of  macroeconomic  policies  and  governance.  Consequently,  there  is  a  need  to  provide  technical 
assistance  to  countries  in  the  Africa  to  enable  them  whether  the  global  slowdown  and  protect 
vulnerable  groups.  Even  if,  as  appears  likely,  a  double-dip  recession  is  avoided,  the  recovery  is 
expected to be slow. High unemployment and widespread restructuring will continue to characterize 
the global economy for the next several years. Already, the crisis has provoked large-scale human 
suffering. Some 64 million more people around the world are expected to be living on less than a 
$1.25 per day by the end of 2010, and between 30,000 and 50,000 more infants may have died of 
malnutrition in 2009 in Sub-Saharan Africa, than would have been the case if the crisis had not 
occurred. 
Over the medium term, economic growth is expected to recover. But increased risk aversion, a 
necessary and desirable tightening of financial regulations in high-income countries, and measures to 
reduce the exposure of developing economies to external shocks are likely to make finance scarcer and 
more costly than it was during the boom period. As a result, just as the ample liquidity of the early 
2000s  prompted  an  investment  boom  and  an  acceleration  in  developing-country  potential  output, 
higher costs will likely yield a slowing in developing-country potential growth rates of between 0.2 
and 0.7 percentage points, and as much as an 8 percent decline in potential output over the medium 
term. In the longer term, however, developing countries can more than offset the implications of more 
expensive  international  finance  by  reducing  the  cost  of  capital  channeled  through  their  domestic 
financial markets. 
 
2. Potential for African Economic Development 
Africa’s economic growth in the last decade 
The Africa region experienced strong economic growth in recent years, averaging 6.5% per year 
between  2002  and  2007.  Growth  was  facilitated  by  macroeconomic  reforms  and  driven  by  high 
external demand for primary commodities, notably oil and minerals. Trade was bolstered by steady 
growth in industrialized countries and explosive growth in emerging economic powerhouses such as 
China and India. Demand for African commodities drove an investment surge in many countries, with 
foreign direct investment (FDI) stocks nearly doubling between 2003 and 2007. Net private capital 
inflows—including  FDI,  remittances,  portfolio  flows,  and  other  sources—are  thought  to  have 
quadrupled between 2000 and 2008 (as quoted by Arieff, et al., 2010) These changes followed decades 
of post-independence economic stagnation. 
 
While Africa‘s recent growth was driven by the global commodity boom, many other factors 
contributed as well. Both net oil exporters and oil importers experienced growth of over 5% between 




extractive  industries.  The  IMF  reported  in  2008  that  Africa‘s  ―fast  growers  are  a  diverse  group, 
including resource-rich and landlocked countries and resource-poor countries that have not had large 
gains in their terms of trade.‖ In many countries, productivity increased and domestic investment 
improved, in part due to remittances from African workers overseas. Domestic demand also grew, 
notably in telecommunications as mobile phone and internet use spread rapidly. Recent growth has 
been aided by policy reforms, as many African governments have improved economic governance 
through better banking regulations, oversight mechanisms, and fiscal restraint, which brought down 
inflation, encouraged private investment, and instilled greater macroeconomic stability. Some believe 
international debt relief programs contributed to these trends. The rate of armed conflict has also 
declined since the start of the decade, making some countries and the region more attractive to foreign 
investment. 
It is important to note that the African economy has largely been leveraged by Asia in the East 
and to a lesser extent, Latin America in the West. Nonetheless, Africa has begun to emerge as one of 
the world‘s fastest growing economic regions. Many global investors still stay away from Africa, 
retaining  the  continent‘s  outdated  image  of  war,  corruption,  political  instability,  financial  chaos, 
gender disparity unemployment, poverty and suffering. However, leading financial consulting firms 
McKinsey Global Institute (MGI) and Boston Consulting Group (BCG) agree that Africa is now the 
most profitable place to invest. Not only does Africa provide the best growth rates, but analyses also 
reveal that investments in Africa between 2000 to 2009 have yielded the highest profits world-wide. 
Indeed Africa possess 20% of the world‘s land and 15% of its population but only represents 
4% of global gross domestic product (GDP), the continent has been under-performing for so long that 
it would be difficult for it ever to rebound. Indeed, Africa‘s collective economies scarcely grew in the 
last two decades of the twentieth century. However, sometime in the late 1990s, Africa‘s GDP growth 
began to gather momentum, expanding rapidly through 2008 (Roxburgh, et al., 2010). 
Telecoms, banking and retail are flourishing, construction is booming and foreign investment in 
Africa is surging(Roxburgh, et al., 2010) From 2000 to 2008, global GDP grew 4%, while growth in 
sub-Saharan Africa has averaged over 5% annually, the best performance in 40 years. During the 
eight-year period, only five African countries lived up to the reputation of chaos and stagnation, with 
the  Central  African  Republic  (CAR),  Côte  d'Ivoire,  Guinea-Bissau,  Liberia  and  Zimbabwe 
experiencing no or negative growth rates(as quoted by Furphy,2010). 
Despite these few poor performances, Africa‘s collective GDP in 2008 - US$ 1.6 trillion - was 
roughly equal to that of Brazil or Russia. Poverty has reduced and significant progress has been made 
towards other important Millennium Development Goals (MDGs). 
African  economies  also  showed  remarkable  resilience  during  the  recent  global  economic 
downturn, due in part to the considerable progress made by African countries from the late 1990s and 
in the first decade of this century, in addressing their fiscal problems and reducing their fiscal deficits. 
Hence, when the crisis hit, despite many economies suffering lower revenues as a result of the reduced 
demand for African exports, most countries were able to sustain spending on key priorities (Willson, 
Simon, 2010 as quoted by Furphy, 2010). 
Reports reveal that the foreign investors benefitting from the economic and social development 
progress made on the continent in recent years. The BCG report shows that investors that started 
putting their trust in Africa in 2003, made far larger profits than those investing in more conventional 
markets. Between 2003 and 2008, investments in Africa's leading companies yielded more than twice 
the profits of those made in United States, East Asian or European companies. 
Since 1998 the revenues of Africa‘s 500 top companies, outside of the banking sector, have 
grown 8.3% annually. Exports have primarily been responsible for the increase, surging from 3% 
annual growth in the 1990s to 18% in 2000. In turn, increased revenue has allowed Africa‘s top 
companies to start investing abroad. Direct foreign investment by African companies has grown 81% 
annually since 2002; more than double the growth rates of Latin America and Asia. 
The rise in commodity prices during this decade partly explains Africa‘s improved economic 
performance.  Oil  prices  rose  from  less  than  US$  20  a  barrel  in  1999  to  more  than  US$  145  in 
2008.  Prices for minerals, grain and other natural resources also soared due to increasing global 
demand. Strong exports and local demand also played significant roles in improving the economic 
performance of Africa. However, Africa‘s economic success has arisen out of more than the resources 




from additional sectors including financial services, technology, media, telecommunications logistics 
services, transportation, retail, trade and manufacturing. 
Africa has of course received vast amounts of financial aid from a variety of sources, but the 
greatest credit for Africa‘s economic success must be given to improved political and macroeconomic 
stability and microeconomic reforms. In the past decade, many Governments brought an end to their 
hostilities,  thus  creating  the  political  stability  and  investor  confidence  required  for  significant 
economic growth. Average annual growth in Sierra Leone reached an impressive 11% from 2000 to 
2008,  second  only  to  post-war  Angola's  oil  economy.  Following  the  end  of  the  1994  genocide, 
Rwanda's economy grew by 7% each year and Mozambique and Uganda's economies grew by 8% 
(Furphy, 2010). 
Strengthened governance has been crucial to economic growth. Many African countries have 
grown stronger as Governments lowered inflation, trimmed their foreign debt and shrunk their budget 
deficits. Governments have also increasingly adopted policies that served to energize markets. State-
owned enterprises have been privatized, trade barriers have been reduced, cooperate tax has been cut 
and regulatory and legal systems have been strengthened. Together, these structural changes have 
spurred on an African productivity revolution by helping companies achieve greater economies of 
scale,  increase  investment  and  become  more  competitive.  Labour  productivity  has  risen  by  2.7% 
annually since 2000, with productivity in some countries matching that of India and China. 
Most importantly, when we look at some of the highlights of African economy, the following 
are been found by the World Bank(2010) for example, between 1990 and 1999 PPP GDP per capita 
growth was 15 percent ($1,158.9 to $1,327.8) for Sub-Saharan Africa; in between 2000 and 2008 it 
was 54 percent ($1,372.9 to $2,113.9). Exports rose from $319.0 billion in 2007 to $413.7 billion in 
2008, a 29.7 percent rise; conversely, imports rose less than exports, from $305.3 billion in 2007 to 
$372.1  billion  in  2008,  a  21.8  percent  rise.  Total  trade  as  percentage  of  GDP  is  the  highest  in 
Seychelles, 283.4 percent and lowest in Central Africa Republic, 37.5 percent. In two thirds of Sub-
Saharan African (SSA) countries, one or two products are responsible for at least 75 percent of the 
country's total exports. 
History has shown that as countries develop, they move closer to creating diverse sources of 
economic growth and generating expert revenue to finance imported and capital goods necessary for 
investment. The McKinsey report notes that even "pre-transition" national economies - those countries 
that are still largely dependent on agriculture - are growing and have started to diversify. Ethiopia's 
economy  grew by an impressive 8% each year from 2000 to 2008 and Mali and Burkina Faso's 
economies expanded by 6% during that period. Meanwhile, several African economies are already 
seen as diversified, with the GDP share of manufacturing and services exceeding 70%. These include 
Cape  Verde,  Egypt,  Lesotho,  Mauritius,  Morocco,  Namibia,  South  Africa  and  Tunisia.  These 
diversified economies recorded growth of 4% to 6% annually (Furphy, 2010). In addition to the four 
main exporters of oil - Libya, Algeria, Nigeria and Angola - African transition economies such as 
Ghana, Kenya, Sudan, Congo and Senegal that are moving toward diversified economies, have begun 
to  export  manufactured  goods  including  processed  fuels,  processed  food,  chemicals,  textiles  and 
cosmetics. 
 
African trade with the United States 
The value of total U.S. trade with Africa increased by about 29% between 2007 and 2008. After 
at least three years of continuous growth, however, the value of Africa‘s exports to the United States 
decreased in value by about 57% in the first six months of 2009 in comparison to the same period in 
2008. U.S. exports to Africa decreased in value by about 9%. The decline in the value of U.S. imports 
from Africa largely reflects the decline in oil prices from late 2008 through early 2009, as oil and 
mineral fuels account for about 80% of all U.S. imports from Africa, and 92% of all U.S. imports 
under AGOA. Petroleum imports did not decrease in volume as dramatically as they did in value. 
However, decreases in U.S. and global consumption are likely to continue to have a negative effect on 
most exports from the region (Arieff, et.al., 2010) 
 
 




Because recent growth in Africa was driven in part by commodity exports to China, Africa is 
particularly vulnerable to fluctuations in China‘s economic growth. In 2007, China was the destination 
for some 13% of Africa‘s exports and the source of roughly 10% of Africa‘s imports. These figures 
represent a long trend of increased Chinese trade and commercial ties with Africa, particularly with 
countries  rich  in  natural  resources.  China‘s  trade  with  Africa  greatly  increased  in  recent  years, 
reportedly growing to $74 billion in the first eight months of 2008, a 62% increase over the previous 
year. Even with the impact of the crisis in the second half of 2008, total Sino- African trade for the 
year was reportedly $106.8 billion, a significant increase from 2007. This trade has spurred Chinese 
investment in large infrastructure projects in Africa, which in some cases are thought to have helped 
alleviate constraints on economic competitiveness. Analysts suggest that China is reevaluating some 
resource extraction agreements, particularly in countries perceived as politically unstable, in light of 
the global slump. At the same time, recent statistics on China‘s growth in the first months of 2009 
showed robust, if somewhat reduced, economic growth. Furthermore, China‘s domestic economic 
stimulus  package  reportedly  relies  heavily  on  infrastructure  construction,  which  has  kept  demand 
steady for some primary inputs, such as oil, copper, tin, and lumber(As quoted by Arieff, et.al., 2010). 
Indeed, while Chinese private-sector engagement with Africa has apparently decreased as a result of 
the crisis, some Chinese firms and the Chinese government have continued to negotiate economic and 
resource-acquisition  agreements  with  African  countries.  Chinese  diplomatic  outreach  to  African 
governments has also continued. 
 
Future prospects for African Economy 
Despite the glowing commendations given by MGI and BCG, it must be considered that African 
economies  still  face  many  challenges  including  poverty,  disease  and  high  infant  mortality.  The 
McKinsey and BCG reports agree that Africa still has some major challenges to overcome to secure its 
exit from poverty. These include the need to remove inter-African trade barriers, investing massively 
in infrastructure and communication, improving the education sector and improving public health 
throughout the continent. Nevertheless, the continent‘s growth prospects remain strong, propelled by 
both external trends in the global economy and internal transformations of the continent‘s societies 
and economies. 
MGI suggests that Africa will continue to benefit from the rising prices of oil, natural gas, 
minerals, food, arable land and other natural resources. Demand for natural resources is growing 
fastest in the world‘s emerging markets, which account for half of Africa‘s trade. As such, foreign 
direct investment has increased from US$ 9 billion in 2000 to US$ 63 billion in 2006, an amount 
almost as large as the flow into China. 
Parallel with the projected industrial revolution in Africa, the continent is set to emulate Asia's 
green revolution. Over 60% of the world's unexploited agricultural lands are located in Africa, and 
with a growing global population and new needs in the production of biofuels, these unexploited lands 
are already becoming the target of massive investments. 
Africa‘s  future  growth  is  however,  mostly  in  the  hands  of  its  inhabitants  as  social  and 
demographic trends are creating new sources of domestic growth. Chief among these are urbanisation 
and a growing middle-class consumer base. Urbanisation rates in Africa are now similar to China and 
the world's other fastest growing cities, and the middle-class is steadily growing. As more Africans 
move from agriculture to urban employment, their incomes are rising. The number of households with 
discretionary income is projected to rise by 50% in the next ten years and the combined spending 
power of the inhabitants of Africa‘s 18 top cities could reach US$ 1.3 trillion. 
Poor  Government  policies,  wars  and  other  unforeseen  factors  may  disrupt  the  impressive 
economic growth Africa has experienced in the last decade. However, it would be ill-advised for 
global businesses to ignore the continent‘s potential. A strategy for Africa must be part of their long-
term planning. While the continent‘s future prospects for growth remain strong, Africa cannot afford 
to  move  away  from  its  path  of  democracy,  stability  and  economic  liberalisation  that  will  keep 
investors interested and allow African people to prosper and make significant contributions toward 
positioning Africa as the global economic power it has the potential to be. 
 
 




Initially, many economic analysts were optimistic that the impact of the global financial crisis 
on Sub-Saharan Africa would be negligible. African economies are among the least exposed to the 
global financial system of any world region, and African banks hold few of the ―toxic assets‖ that 
helped spark the crisis. However, as the financial crisis has deepened into a global economic recession, 
African  economies  are  experiencing  strong  negative  effects  due  to  a  contraction  in  global  trade, 
including reduced demand for African commodity exports, tighter financing conditions overseas, and a 
drop  in  foreign  direct  investment  and  other  capital  inflows.  Additional  revenue  streams  such  as 
tourism and remittances from African workers abroad are also expected to fall, and foreign aid is 
predicted to decrease, particularly if the crisis persists. 
Amid signs that the global economy is emerging from the worldwide recession of late 2008 and 
2009,  African  economies  appear  to  be  recovering  from  the  crisis  with  the  potential  to 
significantly increase growth rates in the coming year. IMF Director Dominique Strauss-Kahn stated 
in  March  2010  that  African  economies  were  recovering  faster  than  expected  from  the  global 
downturn.
2 Africa‘s apparent economic resilience can be explained by a variety of complex factors. 
Many African governments, particularly those of resource-rich and middle-income countries, lessened 
the economic blow of the recession by implementing economic stimulus and/or financial sector rescue 
packages. Sizable assistance by international financial institutions, with U.S. support, also played an 
important stabilizing role. Still, the drop in economic growth experienced in most African countries in 
2008 and 2009 is thought to have significantly negatively affected African countries‘ ability to make 
progress in reducing poverty. Moreover, Africa‘s continued reliance on commodity exports could 
blunt the expected recovery.
3 
Many investors reportedly view Africa‘s growth in 2010 as stemming from an expected rise in 
mining activity following its collapse in late 2008, combined with recent gains in communications 
infrastructure  and  political  stability.  African  economies  also  appear  to  be  benefiting  anew  from 
investment and trade with large emerging economies such as China, India, 
Russia, and Brazil, which appear to have recovered more quickly from the global recession than 
traditional industrialized nations( as quoted by Arieff, et al., 2010). 
In  its  most  recent  regional  economic  analysis  on  Africa,  the  IMF  estimated  that  average 
economic growth in Africa would slow from an average of 6.5% per year between 2002 and 2007—a 
historic high—to 1% in 2009, before recovering to 4% in 2010. The crisis is expected to dampen 
prospects for reducing African poverty, as at least 7% annual growth is generally considered necessary 
for outpacing population growth and making significant progress in alleviating the toll of hunger, 
unemployment, and disease (as quoted by Arieff, et al., 2010). Anticipated negative growth in some 
countries, including in Africa‘s largest economy by far, South Africa, may have further ripple effects 
for smaller neighboring economies who depend on regional powerhouses for trade, remittances, and 
employment.  Unemployment—already  high  in  all  African  countries—is  expected  to  rise,  with 
potential implications for political stability. 
   
                                                 
2 Agence France-Presse, ―IMF Sees Faster African Recovery from Economic Slump,‖ March 7, 2010. 






Figure 2. Economic Growth in Africa Percentage Change in GDP (Year-on-Year) 
 
Note: Oil exporting countries are Angola, Cameroon, Chad, Republic of Congo, Equatorial Guinea, 
Gabon, and Nigeria. All other African countries are net oil importers. 
 
Source: IMF Sub-Saharan Africa Regional Economic Outlook Database, April 2009. 
 
However, few countries like Congo, Uganda and Liberia were less affected since they were not 
taking part in the global financial markets. The details were been discussed below: 
 
Congo 
The financial crisis had not reached the country like Congo, because it  does not have a financial 
system  which  is  sufficiently  developed  to  be  able  to  share  financial  income  and  risks  with 
industrialized countries. 
But on the other hand, the crisis in its other form, not the financial form but the economic form, 
did hit Congo through its two major export products, namely oil and wood. The activities in the wood 
and  timber  sector  in  Congo  have  been  considerably  hit,  more  so  than  oil  activities.  The  overall 
production  of tropical timber  of  Congo  has  dropped  by  over  1,300,000  cubic  meters since 2008. 
Exports also dropped from 1 billion cubic meters in 2008 to hardly 420,000 cubic meters in 2009, 
which means an almost 60 percent drop. 
In terms of employment the timber sector has seen its headcount, I would say, halved. So the 
problem is that Congo used to export tropical timber to European countries, and in particular Portugal 
and Spain, which used to purchase this type of timber for construction. 
In terms of oil, the drop in prices led to considerable damage on the Congolese economy. The 
price of the barrel dropped from $150 a barrel in 2008 to less than $40 a barrel at the end of 2008. So 
this, of course, had a major impact on Congolese economy, which as you know is dependent on oil 80 
percent of its income comes from oil 70 to 75 percent of its GDP is based on oil. Over 90 percent of its 
exports are oil exports. Consequently, the fiscal income, because of the drop in oil income, has been 
halved, from $4 billion to less than $2 billion in 2009 because of the crisis. 
Excluding those two sectors, the Congolese economy as a whole has been less hit by the crisis. 
In 2008, Congo had a growth rate of a little bit more than 5 percent. And in 2009 the growth was still 
positive, more than 6 percent (6.2 percent). This is due to the fact that there is a very strong economic 
momentum  in  Congo.  Thanks  to  the  IMF  and  the  World  Bank  efforts  that  Congo  were  able  to 
reorganize its economy. They have set up a true, genuine internal momentum with the mobile phone 
sector and other sectors as well. This in a way protected Congo from the crisis and helped her to 
prepare for a better future. According to the IMF projections and the central bank, in 2010 it was 
expected to reach a growth rate of 13 percent, which would be one of the best and the highest in 
Africa. 




Liberia, a country that had been dogged by more than 14 years of civil crisis that decimated its 
population and left more than 200,000 of its people dead; infrastructure terribly damaged; power 
output in critical need of repair. 
In 2006 Liberian President, Madam Ellen Johnson Sirleaf, started to craft with her economic 
team policies to put Liberia on a trajectory of fiscal discipline and to emerge from the debris of war. 
To be buffeted first by the food crisis and then the fuel crisis, and after that the financial crisis 
couldn't have come at a worse time for the country. 
In  Liberian  public  debt  reduction  strategy,  which  was  a  3-year  strategy,  it  had  anticipated 
growth of around 12 percent between 2008 to 2009. But the crisis made Liberian growth to reduce to 
something around 5 percent, thereby constraining them to slice their expenditures, some of which were 
public debt reduction expenditure. Liberia inherited a huge debt burden. The debt to GDP ratio was 
more than 700 percent. So Liberia has been on the march to the HIPC completion point. They have 
reached decision point. They run a cash-based balanced budget, which means unlike other countries 
that used countercyclical policies they never had that option. They are probably the only country in the 
world that had to live within their revenue. When they faced revenue shocks, all they could do was to 
seek expenditure efficiencies or cut expenditure. So it's been a double problem for them in Liberia. But 
they have maintained the discipline because they know that one of the things that put Liberia in this 
unsustainable debt situation is lack of fiscal discipline. The IMF was in Liberia doing its last review to 
inform their march to the HIPC completion point. Hopefully, if everything is kept on track, they may 
reach the HIPC completion point in June 2010 because almost all the triggers have been met. 
The crisis affected Liberian export sector. One of their main exports is rubber. In 2008, the total 
estimated export of Liberia was $242 million. As a result of the crisis it dropped to $152 million. They 
lost jobs in the rubber sector significantly. They also lost jobs in the mining sector. One of the biggest 
companies is Arcelor Mittal, that should have started exporting iron ore from Liberia in this year. But 
because of the crisis, Mittal has deferred its shipment plan to late 2011, and it had also cut down jobs. 
At a time when Liberia is dealing with youth unemployment, they have an army of young 
people that came out of the war that are looking for alternatives. So it worries them doubly to have 
these issues. They hope and think every partner has been working so that they all can come out of the 
crisis.  Because  they  need  to  start  to  give  jobs  to  their  people  because  it  affects  not  only  their 
democracy, but it affects their peace and economic development. 
Liberia also has to engage in critical infrastructure developments such as roads, ports, and other 
infrastructure. They also have to build the governance framework through reform of the governance 
structure,  which  they  have  been  doing  since  2006.  They  strengthened  the  General  Auditing 
Commission,  they  have  strengthened  the judiciary,  and  more  importantly,  they  have  strengthened 
Anti-Corruption Commission, they have relatively a transparent budget process. 
The financial crisis couldn't have come at a worse time for Liberia. At a time when they were 
about to do a major takeoff, it came as a strong headwind. But thanks to good monetary and the fiscal 
team and other actors in government, they have managed to steer through the critical part of the crisis 
and they are on the way to seeing the recovery. 
 
Uganda 
In Uganda, the financial crisis had minimum impact and this was mainly because of the prudent 
financial  management  of  the  financial  sector  and  also  because  Ugandan  financial  sector  was 
disintegrated. It was not part of the integrated system and therefore it was not a carrier of the toxic 
assets. Uganda indeed suffered from secondary effects of the crisis and this involved reduction in 
direct foreign inflows into the country. When the countries abroad got problems, and most of the 
Ugandan investors were from abroad, the inflow is reduced. There was also a capital flight by the 
multinational companies which invested in the country to go and rescue their principles. That also had 
impact on the currency of Uganda. 
It is to note that a good number of Ugandans working abroad and the remittances went down 
because of the effects in places where they're working. These remittances are a major contributor to 
the fast-growing residential construction sector. Most of the houses for residential which are being 
constructed are people working abroad so this affected--this slowed down the construction. Uganda 
also had effects of imported inflation from its trading partners because they need importers and rely so 




inflation  and  also--and  it  affected  them  significantly.  Some  of  Ugandan  imports--exports  were 
affected, but this was not much, it was mainly the flowers sector. Although the revenue collection 
went down by 10 percent below the target, however, it was still higher than what they had collected in 
the previous year. It has been felt that the global financial crisis effects were quite minimal, but the 
main mitigating factor was regional trade. Uganda had some effect on the--arising out of the fuel 
crisis, but of course this was short-lived and it has given them lessons, since Uganda is on the verge of 
becoming an oil producing--oil producing countries. So, all in all, they were able to weather through 
the financial crisis because of the reasons given, but most importantly, because of the advice and 
assistance they were getting from partners like the IMF, the finance and the concessional lending they 
were getting from multilateral donors like the World Bank and others. 
 
Support from developed countries towards the Crisis 
At the Group of 20 (G-20) summit in London in April 2009, member states agreed to inject $1 
trillion into the world economy in order to combat the effects of the global crisis. This included a 
commitment to support growth in emerging market and developing countries. For example, the 
G-20 committed to increase lending resources available to the IMF by $250 billion through immediate 
contributions from some IMF member countries, and to use additional resources from agreed sales of 
IMF  gold  to  provide  $6  billion  in  additional  financing  (including  concessional  lending)  for  poor 
countries  over  the  next  two  to  three  years.  At  the  same  time,  some  observers  contend  that  ―the 
legitimate concerns of LICs [low-income countries] in general, and Africa in particular, have not 
featured  prominently  in  international  rescue  efforts.  In  August  2009,  the  Obama  Administration 
notified Congress that four African countries - Ghana, Liberia, Tanzania, and Zambia—would benefit 
from funds appropriated by Congress in 2009 for ―assistance for vulnerable populations in developing 
countries severely affected by the global financial crisis,‖ with various eligibility requirements. A total 
of $255.6 million in Economic Support Funds (ESF) were appropriated for this ―crisis fund‖ in the 
Supplemental  Appropriations  Act,  2009 (P.L.  111-32).  As  of  early  2010,  $32.5  million  had  been 
obligated for programs in Ghana, $25.2 million for Liberia, $37.9 million for Tanzania, and $25 
million for Zambia(as quoted by Arieff, et al., 2010). 
Amid  signs  that  the  crisis  has  peaked,  policymakers‘  attention  has  again  shifted  toward 
emphasizing  longer-term  policies  to  ensure  that  growth  increases  and  contributes  to  broad 
socioeconomic development. In November 2009, U.N. Secretary-General Ban Ki-moon stated that 
Africa‘s  future  economic  prosperity  would  require  industrialization,  improved  access  to  global 
markets, and a ―green agricultural revolution.‖ International attention has also focused on stemming 
Africa‘s  illicit  economies,  including  bribery,  theft,  money  laundering,  and  trafficking  in  people, 
narcotics, and weaponry. A March 2010 study by Global Financial Integrity showed illicit capital 
outflows from Africa totaled $854 billion between 1970 and 2008, creating a ―staggering‖ negative 
economic impact (Arieff, et al., 2010). 
 
4. Conclusion 
Sub-Saharan Africa has been strongly affected by the global recession, despite initial optimism 
that the global financial system would have few spillover effects on the continent. The International 
Monetary Fund (IMF) estimated in 2009 that average economic growth in Africa would slow to 1%, 
from an annual average of over 6% to 1% over the previous five years, before rebounding to 4% in 
2010. As a region, Africa is not thought to have undergone a recession in 2009. However, most 
African countries including Namibia are thought to require high rates of economic growth in order to 
outpace population growth and make progress in alleviating poverty. The crisis has implications on the 
macroeconomic fundamentals of the Namibian economy with regard to the dimension of growth, 
trade, investments and development concerns. 
The mechanisms through which the crisis has affected Africa include a contraction in global 
trade and a related collapse in primary commodity exports, on which many countries are dependent. 
Foreign  investment  and  migrant  worker  remittances  are  also  decreased  significantly,  and  some 
analysts predict cuts in foreign aid in the medium term if the crisis persists. Africa‘s most powerful 
economies  have  proven  particularly  vulnerable  to  the  downturn:  South  Africa  has  experienced  a 
recession for the first time in nearly two decades, and Nigeria and Angola have reported revenue 




governance, notably Botswana, have sought international financial assistance to cope with the impact 
of the crisis. At the same time, a number of low-income African countries are projected to experience 
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